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Edel Invest Research Not Rated  

Transport Corporation of India Ltd: Visit Note 

 CMP: INR 214  

We recently met the management of Transport Corporation of India Ltd (TCI). Gradual 
recovery in the domestic economic activity is expected to drive revenue growth across the 
company’s three key segments viz., Freight, Supply Chain Solutions and Express Cargo. The 
management has guided for a topline growth of 10-15% in FY15 (4.6% in FY14). The margins 
are also expected to expand owing to pass through of diesel price increase to customers and 
increased business volumes across segments. The management indicated that the proposed 
GST rollout will have a positive impact on the logistics industry, due to increase in large-scale 
goods movement, though implementation of GST & actual impact of the same may take 
time. The company is planning an investment of approx. INR 350 cr over FY15-16, of which 
~INR 275 cr will be in FY15. The proposed investment will largely be in Supply Chain (for 
warehouses) and Seaways business, which are expected to support growth over the next 4-5 
years. At the current market price of INR 214, the stock is trading at 22x FY14 EPS. 
 
Margin expansion likely in freight business; recovery in volumes still modest 
The company’s EBITDA margins in the Freight business (37% of FY14 revenues) had declined 
from 4.0% in FY12 to 1.8% in FY14. The company was not able to pass on the sharp rise in 
diesel prices to customers owing to unfavourable market conditions (low business volumes & 
high competitive intensity). The decrease in volumes from over dimensional cargo (ODC) 
movement (a relatively high-margin sub-segment) due to infrastructure bottlenecks also 
impacted the segment’s margins.  
 
The company is now passing on the diesel price increases to customers by renegotiation of 
rates and the management expects margins to recover to 3.0-3.5% by Q4 FY15. However, it has 
indicated that recovery in the freight movement and utilisation levels are still modest and will 
track incremental improvement in GDP growth going forward. The management expects ~5% 
growth in revenues in the freight business. 
 
Recovery in Auto industry to drive growth in supply chain business  
In the Supply Chain business (31% of FY14 revenues), nearly 70% of the revenues are driven by 
the Auto sector. The downturn in the industry impacted goods movement in the Supply Chain 
business, leading to a tepid 3% growth in FY13. Going forward, the company expects recovery 
in the Auto sector to drive 18-20% growth in the Supply Chain business. It has over 300-350 
customers in the Supply Chain segment (including Auto, FMCG and others) and caters to nearly 
all major Auto OEMs in India. 
 
Express business to benefit from e-commerce in long-term 
The customer base (currently 4,000) is increasing at 20% CAGR, which is expected to drive 
growth in the Express Cargo business (27% of FY14 revenues). Apparels, Pharma and Electronic 
Goods account for nearly 50% of the segment’s revenues. The management expects this 
segment to grow at 18-20% CAGR over the next two years. The company currently generates 
<5% of the segment’s revenues from e-commerce, as it is present in the movement of large 
white goods such as TVs, Refrigerators etc, which are still not popular on the e-commerce 
platform. The management expects that in future, growing customer preference for buying 
large white goods online will drive growth for the company in the long term.   
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Transport Corporation of India Ltd. 

 

Addition of ship in seaways business to drive revenues for the segment 

The company currently has 4 ships with total capacity of 17,500 DWT, which generate 

revenues of around INR 107 cr and RoCEs of 35%. It plans to add another ship of 11,200 DWT 

by Q2FY15 at a cost of INR 65 cr. At full utilisation level, the new ship can generate another 

INR 90-100 cr revenues with 25-30% EBIT margins, translating into RoCE of ~35%. The 

company operates on east coast (mainly Port Blair sector) and plans to expand to the west 

coast of India. 

 

Changing business mix to drive RoCE expansion in long-term; but will be suppressed in 

near-term due to capex 

Faster growth in high RoCE businesses like supply chain (RoCE: 23-25%), express cargo (RoCE: 

45-50%) and seaways business (RoCE: 35%) is expected to boost overall RoCEs (currently at 

15-16%) in the long term. The share of these three  businesses is expected to rise from 63% 

in FY14 to 80%+ over the next five years. However, the company is investing INR 350 cr over 

FY15-16 in supply chain (warehousing), coastal shipping and express cargo business, which 

will suppress the RoCEs in the near term. The company plans to fund the capex through a mix 

of debt, equity and internal accruals. The net debt-to-equity ratio stood at 0.7X as on FY14-

end, which is currently at a comfortable level.  

 

GST to benefit integrated logistics players; but implementation will take time 

The introduction of GST is expected to lead to a true hub-n-spoke logistics model in the 

country, with increase in large-scale movement of goods which will benefit multi-modal 

logistic players. Moreover, reduction in hassles related to octroi and various other state-level 

taxes is expected to improve efficiency of operations. However, the management has 

indicated that implementation of GST and its effect on the company’s operations may take 

time to materialise. 

 

Segment 

Revenues 

FY14 

(INR crore) 

FY10-14 

CAGR 

EBITDA 

Margins 

FY14 

EBITDA margin 

FY10-FY14 

average 

Capital 

employed 

(FY14) 

RoCE 

(FY14) 

Freight 831 4% 1.8% 3.7% 192 3.1% 

Express cargo 601 12% 8.0% 8.5% 92 47.6% 

Supply chain 699 28% 10.9% 11.9% 218 22.9% 

Seaways 114 7% 25.5% 19.3% 83 29.7% 

Others 34 -4% 13.5% 7.4% -17 -9.7% 

Intersegment /unallocated -32    207  

Total 2,246* 11% 7.7% 8.0% 775 16.3% 

Source: Company, Edel Invest Research 
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Transport Corporation of India Ltd. 

 

Financial Statements 
    

INR Crs 

Year to March FY10 FY11 FY12 FY13 FY14 

Revenues 1,524 1,855 1,956 2,132 2,229 

Freight & transportation cost 988 1,221 1,258 1,423 1,493 

Other operating expenses 236 288 33 323 340 

Employee costs 83 93 102 112 117 

SG&A 338 394 437 420 446 

EBITDA 115 147 160 177 172 

Depreciation & Amortization 30 35 42 46 47 

EBIT 85 112 118 131 126 

Other income 2 1 2 4 6 

EBIT incl. other income 87 113 120 135 132 

Interest expenses 22 28 36 35 33 

Extraordinary income/ (loss) (0) (3) 2 1 (0) 

Profit before tax 65 82 85 101 99 

Provision for tax 24 27 26 32 27 

Minority interest - (0) (0) 0 0 

Reported PAT 42 55 59 69 72 

Extraordinary income/ (loss) 1 3 0 0 0 

Adj. PAT 41 52 59 69 72 

Basic shares outstanding (crs) 7.3 7.3 7.3 7.3 7.3 

EPS (Rs.) 5.8 7.9 7.9 9.4 9.8 

Dividend per share (Rs.) 0.9 1.0 1.1 1.5 1.8 

Dividend payout (%) 17% 15% 15% 19% 22% 

      

Common size metrics ‐ as % of net revenues 
   

Year to March FY10 FY11 FY12 FY13 FY14 

Freight & transportation cost 64.9% 66.0% 64.4% 66.8% 67.1% 

Other operating expenses 15.5% 15.5% 1.7% 15.1% 15.3% 

Employee costs 5.5% 5.0% 5.2% 5.3% 5.3% 

SG&A 6.7% 5.7% 20.7% 4.6% 4.8% 

EBITDA margins 7.5% 7.9% 8.2% 8.3% 7.7% 

Depreciation 1.9% 1.9% 2.1% 2.2% 2.1% 

EBIT margins 5.6% 6.0% 6.0% 6.1% 5.6% 

Adj profit margins 2.8% 3.1% 2.9% 3.2% 3.2% 

Reported PAT margin 2.7% 3.0% 3.0% 3.3% 3.2% 

      
Growth ratios (%) 

     
Year to March FY10 FY11 FY12 FY13 FY14 

Revenues 12.2% 21.7% 5.5% 9.0% 4.6% 

EBITDA 9.0% 27.9% 8.9% 10.9% -2.7% 

PBT 27.4% 25.7% 4.0% 18.6% -1.7% 

Adj profit 26.0% 36.9% -0.1% 19.2% 4.6% 

Reported profit 24.8% 31.6% 7.9% 17.5% 3.2% 
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Transport Corporation of India Ltd. 

 

Balance sheet 
    

INR Crs 

As on 31st March FY10 FY11 FY12 FY13 FY14 

Equity capital 15 15 15 15 15 

Reserves & surplus 320 311 364 422 476 

Borrowings 285 315 341 354 335 

Minority interest 5 3 3 1 3 

Other long-term liabilities - - 0 1 2 

Sources of funds 624 643 722 793 831 

Gross Block 493 528 622 652 693 

Accumulated Depreciation (157) (183) (206) (234) (262) 

CWIP 15 7 8 5 18 

Net Fixed Assets 351 353 424 422 450 

Investments 4 2 2 8 8 

Inventories 1 1 2 2 2 

Sundry debtors 264 321 336 395 380 

Cash and equivalents 38 18 31 46 43 

Loans and advances 113 97 67 65 65 

Total current assets 416 438 437 508 489 

Sundry creditors and others 76 86 97 99 95 

Provisions 41 31 23 42 41 

Total current liabilities & provisions 117 118 120 140 136 

Net current assets 299 320 317 368 353 

Deferred tax assets (30) (31) (32) (31) (33) 

Other long-term assets - - 11 24 53 

Uses of funds 624 643 722 791 831 

Book value per share (Rs.) 46.2 44.8 52.0 60.0 67.3 

      

Free cash flow 
     

Year to March FY10 FY11 FY12 FY13 FY14 

Net profit 46.6 52.7 58.4 74.6 71.3 

Add : Depreciation 29.6 35.3 41.6 46.4 46.8 

Others -1.7 1.4 31.5 29.6 25.0 

Gross cash flow 74.5 89.4 131.5 150.6 143.1 

Changes in WC -37.2 -39.2 -6.8 -46.2 14.6 

Operating cash flow 37.3 50.2 124.7 104.4 157.7 

Capex -55.6 -39.6 -96.7 -60.8 -97.6 

Free cash flow -18.3 10.5 28.0 43.7 60.1 

      

Cash flow metrics 
     

Year to March FY10 FY11 FY12 FY13 FY14 

Cash flow from operations 37.3 50.2 124.7 104.4 157.7 

Cash Flow from investing activities -55.6 -39.6 -96.7 -60.8 -97.6 

Cash Flow from financing activities 28.0 -30.5 -15.5 -28.4 -63.3 

Capex -39.4 -85.8 -110.6 -44.1 -74.1 

Dividends -6.2 -6.9 -6.9 -7.9 -11.9 
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Transport Corporation of India Ltd. 

 

Profitability & efficiency ratios         

Year to March FY10 FY11 FY12 FY13 FY14 

ROAE (%) 13% 17% 16% 17% 15% 

ROACE (%) 14% 18% 17% 17% 15% 

ROIC (%) 12% 14% 15% 14% 13% 

Inventory day 0 0 1 1 0 

Debtors days 63 63 63 68 62 

Payable days 28 26 28 25 23 

Cash conversion cycle (days) 62 59 53 55 51 

Current ratio 3.2 3.6 3.4 3.3 3.3 

Debt/Equity 0.9 1.0 0.9 0.8 0.7 

            

Operating ratios           

Year to March FY10 FY11 FY12 FY13 FY14 

Total asset turnover          2.6        2.9        2.9        2.8        2.7  

Fixed asset turnover          3.2        3.6        3.4        3.3        3.3  

Equity turnover          4.8        5.6        5.6        5.2        4.8  

            

Du pont analysis           

Year to March FY10 FY11 FY12 FY13 FY14 

NP margin (%) 2.8% 3.1% 2.9% 3.2% 3.2% 

Total assets turnover          2.6        2.9        2.9        2.8        2.7  

Leverage multiplier          1.9        1.9        1.9        1.9        1.8  

ROAE (%) 13% 17% 16% 17% 15% 

            

Valuation parameters           

Year to March FY10 FY11 FY12 FY13 FY14 

Diluted EPS (Rs.) 5.8 7.9 7.9 9.4 9.8 

Y‐o‐Y growth (%) 26.0 36.7 -0.3 19.0 4.5 

Diluted PE (x) 37.5 27.4 27.5 23.1 22.1 

Price/BV (x) 4.7 4.8 4.2 3.6 3.2 

EV/Sales (x) 1.2 1.0 1.0 0.9 0.8 

EV/EBITDA (x) 16.3 12.8 11.7 10.6 10.9 

Dividend yield (%) 0.4 0.4 0.5 0.7 0.8 
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Disclaimer 

Edelweiss Securities Limited, Edelweiss House, off C.S.T. Road, Kalina, 

Mumbai – 400 098. Board: (91-22) 40094606, 

Nitin Jain 
Head – Business 

Capital Markets (Individual Clients Group) 
nitin.jain@edelweissfin.com +91 (22) 4088 5447 

    

Vinay Khattar 
Head – Research 

Capital Markets (Individual Clients Group) 
vinay.khattar@edelweissfin.com +91 (22) 4088 5447 

 
This document has been prepared by Edelweiss Securities Limited (Edelweiss). Edelweiss, its holding company and associate companies are a full service, integrated investment banking, portfolio management and 

brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. This document does not constitute an offer or solicitation for the purchase or sale of any 

financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or other sources believed to be reliable, but we do not represent that it is 

accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates/ group companies shall not be in any way responsible for any loss or damage that may arise to any person from any 

inadvertent error in the information contained in this report. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user 

assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the 

securities of companies referred to in this document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The investment discussed 

or views expressed may not be suitable for all investors. We and our affiliates, group companies, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or sell the 

securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as advisor or lender/borrower to such 

company (ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions. This information is strictly confidential and is being furnished to you solely for 

your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This 

report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, 

availability or use would be contrary to law, regulation or which would subject Edelweiss and affiliates/ group companies to any registration or licensing requirements within such jurisdiction. The distribution of 

this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. The information given in 

this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. 

Edelweiss reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Edelweiss is under no obligation to update or keep the information current. 

Nevertheless, Edelweiss is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Neither 

Edelweiss nor any of its affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost 

profits that may arise from or in connection with the use of the information. Past performance is not necessarily a guide to future performance. The disclosures of interest statements incorporated in this 

document are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. Edelweiss Securities Limited generally prohibits its analysts, persons 

reporting to analysts and their dependents from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The information provided in these reports remains, unless 

otherwise stated, the copyright of Edelweiss. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and copyright Edelweiss and may not be used in any form or for 

any purpose whatsoever by any party without the express written permission of the copyright holders. Edelweiss might be engaged or may seek to do business with companies covered in its research reports. As a 

result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should take informed decision and use this document for assistance only and 

must not alone be taken as the basis for their investment decision. 

Analyst Certification: 

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or 

her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.  

Analyst holding in the stock: No. 

Edelweiss shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or snags in the system, break down of the 

system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of the Edelweiss to present the data. In no event shall the Edelweiss be liable for any 

damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by the Edelweiss through this report. 

Additional Disclaimer for U.S. Persons 

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are 

resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not 

required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public 

appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and 

interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act 

upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.  

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional Investors, Edelweiss 

Securities Limited has entered into an agreement with a U.S. registered broker-dealer, Enclave Capital, LLC ("Enclave"). 

Transactions in securities discussed in this research report should be effected through Enclave Capital, LLC. 

Additional Disclaimer for U.K. Persons 

The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").  

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 

FSMA (Financial Promotion) Order 2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated associations); and (c) any other persons 

to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). 

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available only to relevant persons and 

will be engaged in only with relevant persons. Any person who is not a relevant person should not act or rely on this research report nor any of its contents. This research report must not be distributed, published, 

reproduced or disclosed (in whole or in part) by recipients to any other person.  

 

Disclaimer for Canadian Persons:  

EBL is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer registration requirements under such law. Accordingly, any 

brokerage and investment services provided by EBL, including the products and services described herein, are not available to or intended for Canadian persons. 


